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The Dual Transformation in the German Auto
Industry-
Decarbonization and Digitalization

Prof. Dr. Hajo Holst
University of Osnabruck

= The Starting Point: Work in the German automotive
industry sind the 1990s

= The Dual Transformation: decarbonization and
digitalization as fundamental challenges

= Case studies: Challenges fiir Car makers and suppliers

= Tensions in the German System: polarization of
transformation risks
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= Automotive as the Stronghold of German Co-Determination:
cooperative management-worker relationships in OEM and large suppliers

(based on high union density)

= From the 1990s: Introduction of Participatory Lean Production
semi-autonomous teamwork and toyola production system (TPS) combining job
quality and economic efficiency

Vo framder Hamd
T L T S e

m Parallel: Fragmentation of (global)
Production through Qutsourcing and
Temporary Agency Work

& Due to vertical desintegration suppliers
play a bigger role in car production but are
under intensive cost pressure as OEM use
outsourcing to externalize cost pressures

= Carbon-based automobility as a major source of carbon emisssions:
Increasing fuel efficiency, bigger cars (SUV) and growing markels

= Germany's automolive sector is particular dependent on carbon-based mobility:
Internal combustion engine (ICU) as primary smarker of competitiveness of
German OEM and suppliers => large share of industrial employment in automotive

powertrain

s  Management failure: German OEM sticked with ICU too long (belief in the
technological superiority of ICU) and are now Laggards in the Decarbonization of

the global car industry.

m Current Strategy: E-Mobility as the Primary Path towards Decarbonization.
New products, new supply chains, new qualifications

m Digitalization as a Parallel Transformation:
digitalization of products and digitalization of production |

98
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= Case Studay: Transformation Project in an OEM plant
(internal supplier for gearboxes and axles): initiated by works council,
implementation with close cooperation beweetn management and works council

s  Product Changs: outsourcing of gearbox production. replacemant by bodywork
{a new product type for the plant), involving 400 workers

® Production Change: new, highly automated and digitized production line
{including ioT for problem soiving and predictive mantenance)

®»  Qualification: intensive re-iraining for 400 workers (from tumery, assembly, logistics)
lasting several manths, workshops and practical training

w  Complex Staffing Planning (motivating and qualifying people for new jobs)

u Continuity of Participatary Lean Production: teamwork as a source of
workplace innovation in new production linas!

' Objective: Supporting the dual transformation by (a) decreasing the plant's
dependency on carbon-mobility, (b) securing employment and (c) continuing focus
on workplace innovation!

= Case Study: Transformation Project in an OEM plant
(internal supplier for gearboxes and axles): initiated
by warks council, implementation with close
cooperation beween management and works council
= Froduct Change: outseurcing of gearbox production, rplacement by
badywork (8 new product type for the plant), Invalving 400 workers
s Production Change; new, highty aulomated and digitzed production ine

(inchading IoT for prol solving and ¢ ti )
& Qualification: intoraive ro-iraining fior 400 workmni (from lurnary,
assambly, loglsbos)

= Continuity of Participatory Lean Production: eameork as 3 source of
warkplace innovation in new production lines {job enrichmantjob
sntargemant, worker paricipation )

" mrsmmmndmmmwhm

' Objectives: Supporting the dual transformation by (a)
decreasing the plant's dependency on carbon-
mability, (b) securing employment and (c) continuing
focus on workplace innovation!
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m Case Study: Battery systems production by an OEM
(traditional component plant for carbon-based
powertrain: axles, steering systems): corporate
management decided to internalize baltery syslems
production

& Product Change battery systom production and assymbly (now

lechnology for the plant excepl tumery elements), involving
500 workers

&  Production Change: new, highly aulomalted (95%, 290 robots)
and digitized production line (Including loT for digital problem
solving and predictive maintenance), unskilled jobs only in

assamby
»  Qualification: Intansive re-training for 400 workers (from
turnery, assembly, logistics) " We need the best production
s Continuity of Participatory Lean Production: eamwork as @ workers {o build up the new
source of workplace innovation in néw production lines! E-lines, and we need the best
workers in the old lines to
Objectives: Supporting the company's dual keep quality up to the last
transformation by (a) building up competencies in day." (Line Manager)

central e-products, (b) and (b) securing employment!

= Case Study: E-Engine by 1st tier supplier
(plant traditionally embedded in carbon powertrain
production).

w  MNew Prodict: E-Engine requires nesw angineanal compatencies
in RED (electical anginears), and new competencies in the
assembly line (voltage)

more competitive than the markets for

shocks or gearboxes. More
®»  Production Change: new, highly autormated and digitized competitors, much lower margins. But
production fine {including ioT for problem solving and predictive there s not alternative, If you do not
maintenance) (less workers than in older productions) start production fier e-mobiifty now you
®  Qualification: re-traiming for 40 workers (from different areas), 'u"b' ct of the '_"h“m fn some
elactrical qualification only for @ minority of workers years, . Plant Managor)

= Complex Staffing Planning (parshsl produchon of old and now work
products). Temporary agency workers 1o cope with temporarnily hm'@‘
ncreased stafl demand (challenge s a qualitative onal)
Objectives: Bullding competencies and production
capacity for e-mobility

' Challenges: New products require big investments in
R&D and preduction facilities, but market competition
is much more intensive and margins are smaller
{(compared to old carbon-related products)!

+ 10 yoars

e T Gaerianii iy e Ft 122.11.2083 v 14
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= Case Study: Lower Tier Supplier
({traditionally mass production of parts used in ICU/
carbon powertrain such as shanks, shocks and
bearings).
®»  Product: concentration on tradilional products (currently high
demand and high margins), lack of capital blocks Investments In
production for s-mability
® FProduction: old production facilities; low invesimant in
maintenance (hight profits)
& Qualification: no-qualification strategy

® Staffing: Empty positions are filed with temporary agency
workers (1o Increase thi quaniitative adaptivity of the
‘workforce)

Objectives: Producing as long as ICU cars are sold

* Challenges: No perspective beyond ICU vehicles,
shrinking employment numbers, no focus on quality
of work

S

m Challenges for German Car Makers and 1st Tier Suppliers:

transformation to e-mobility in European plants with the existing workforce
Cammitment to the existing Workforce {supported by high union density and German co-
determination)
Hugoe inve in new technologies and qualification (productions linas, qualifying workers for -

mobility)

Parallel,01* and, new' productions (carban-related and e-mobility-related products)

Camplex Staffing Planning (supporiing old products untll final day of production, and supporting
ramp-tp of new products) ) -

Mized effects on yusiity of work (continuity In OEM, pressures In suppliers)

m Challenges for Smalier (Mass) Suppliers: transformation do-or-die!

Lock of copital impeding invesiments in new lechnologies
Intensified Competition in F-Products decreasing retums on investments
A Product Portfolio hoavily based on Garbon-Mobility increasing transformalion risks

No cammitimsnt fo workfarces or quality of work
Soma plants stick to ICU/carbon product portfolio to maximize foday's retums {and sacrifice

.

oppartunithes for the fulure).
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CONCLUBIONG
THE FUTURE OF WORRPLAGE INNOVATION IN GERMAN AUTOMOTIVE

= OEM (VW, BMW, Daimler) and 1st Tier Suppliers (ZF, Bosch, Conrtinental):
Continuity of Codetermination and Quality of Work Focus in Transformation
» Commitment to Workers and Particpatory Lesn Production in the Dual Transformation
= High Investments in Research & Develsopment and New Product Linas
® Reducing Transformalion Risks by Restrucluring Product Portfolio
®  Siring miivence of works councils and Unions (IG Metall)

= Smaller Suppliers: Dual Transformation puts Worker Participation and
Employment under Pressure (Survival is not guaranteed)!
s Traditionally luss Focus on Workplace Innovation in Smaller Suppliors
=  Lack of Capital and intensifisd Compatition
= Increasing of Transformation Risks as OEM increasingly outsource Carbon-retated Producis

u Polarization of Workplace Innovation in the Dual Transformation?
There is a need for Public Support for Qualification and Worker Participation
though Industrial Palicy!

= The IG Metall and the State foster regional cooperation between OEM and
suppliers (lransformation networks) and finance research facilitaling a socially just
transition for all workers in the indu‘:;try?v 0

Dkl Tt 1T Sharae Wil s s it 2. 41,3020 111w 11
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Geneva, 5 July 2023

Mr Yoon Suk-yeol
President

Republic of Korea

geneva korea@maofa.qo. ke

IndustriALL Global Union urges Government of the Republic of
Korea to guarantee respect of fundamental labour rights at POSCO

Dear President Yoon Suk-yeol,

I am writing to you on behalf of IndustriAll Global Union, representing more than fifty million
workers in the mining, energy and manufacturing industries In over 141 countries, including the
Republic of Korea. We call on the Government of the Republic of Korea to ensure the respect of
fundamental labour rights at the POSCO's Gwangyang Steel Mill.

A subcontractor of POSCO, 'Sung-am Industry’, which served as an internal subcontractor for the
Gwangyang Steel Mill, unilaterally attempted to divide and sell the company with an intention to of
conduct union busting. At first, the company promised a "sale without division." However, in 2020
the company announced that they would terminate the contract with POSCO and subsequently
informed all union members of their dismissal in June. In response, the union resisted and declared
a total strike. In July, the Tripartite Commission, a statutory body for social dialogue, mediated and
an agreement was reached on working conditions and a guarantee of union activities, bringing the
situation to a resolution then.

However, 'Po-un', the new subcontracior, failed to honour the agreed-upon working conditions and
neglected proper wage negotiations. They also did not ensure protection for union activities. As a
result, the upion was forced to engage in strikes again, including refusing overtime work.
Nevertheless, POSCO seriously undermined the union's struggle by illegally deploying replacement
workers, an act prohibited by labour laws.

During periods of industrial action, it Is prohibited by law for employers to hire or replace personnel
unrelated to the company. It is in violation of the union rights proclaimed in the Constitution,
However, POSCO made other subcontractors do the work, which were stopped by the industrial
action,
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The Ministry of Employment and Labour has so far ignored the illegal actions of POSCO and Po-un,
while the FKMTU, which is affiliated to IndustriALL Global Union, continued its struggle, erecting a
tent camp in front of POSCO's Gwangyang Steel Mill for over 400 days, to call attention to the serious
violations of labour rights at POSCO,

To seek a resolution, Chairman Kim Man-jae and Secretary General Kim Jun-young of the FKMTU
met with representatives from POSCO and Po-un. However, as there was no willingness to resolve
the issue and they kept ignoring the union and their activities, Secretary General Kim Jun-young
climbed onto a steel tower In protest. On the last day of May, when the police attempted to dismantie
the tower, Chairman Kim Man-jae protested, leading to a violent arrest where he was forcefully
restrained, with his face and neck forced onto the ground. The next morning, the police brutally
assaulted Secretary General Kim Jun-young, ruthlessly beating his head more than 15 times with a
police club and causing him to bleed.

It is high time the Government of the Republic of Korea intervened in this case. Therefore, we urge
the Government to act immediately to guarantee that POSCO respects the fundamental labour rights
of the subcontracted workers within the company and engage In collective negotiations with FKMTU
to address the legitimate demands of the workers for decent working conditions and fair wages.

Lastly, we call on the Government of the Republic of Korea to release without any delay Kim Jun-
young, who is the Secretary General of FKMTU, and stop the violent suppression of trade union
leaders and workers.

We look forward to your prompt action and reply.

Sincerely,
| M

Atle Hole
General Secretary

54 bis, ioul dire Acaciag Tok 441 (22 308 50 50 Fresidunt: Kirg Holnieor
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Geneva 5 July 2023

Jeong-Woa Choi

Chief Executive Officer
POSCO

POSCO Center West Wing
16th Floor

Seoul 135-777

South Korea

ir@posco.co. kr./gohome@posco.co.kr,cooljoon@oposco.com, webmaster@posco.co.kr;
ethics@posco.co.kr; idotcom@posco.co.kr

Calling on POSCO to honour agreed-upon working conditions and proper wage
negotiations with FKMTU at Gwangyang Steel Mill

Dear Mr Jeong-Woo Choi,

I am writing to you on behalf of Industriall Global Unign, which represents 50 million workers in
the mining, energy, and manufacturing sectors in 141 countries, including the Republic of Korea,
to call on POSCO to honour agreed-upon working conditions and proper wage negotiations at
Gwangyang Steel Mill.

We strongly condemn POSCO’s behaviour, through its subcontractor "Po-un’, which has failed to
honour the agreed-upon working conditions and proper wage negotiations, in line with the
agreement, mediated by the Tripartite Commission, that was reached in 2020 stipulating working
conditions and a guarantee of union activities.

POSCO has also failed to ensure protection for union activities. As a result, FKMTU, which is
affiliated to IndustriALL Global Union, was forced to engage in strikes again, including refusing
overtime work, Nevertheless, POSCC seriously undermined the union's struggle by illegally
deploying replacement workers, an act prohibited by labour laws.

During periods of industrial action, it is prohibited by law for employers to hire or replace
personnel unrelated to the company. It is in violation of the union rights proclaimed in the
Constitution. However, POSCO made other subcontractors do the work, which were stopped by
the industrial action,

The Ministry of Employment and Labour has turned a blind eye to the illegal actions of POSCO and
Po-un, while the union continued its struggle, erecting a tent camp in front of POSCO's
Gwangyang Steel Mill for over 400 days.

CH 1227 Ganeve iaEmduintrinll-union. org 4 spcritany i b

I 54 s, mule des Acnclas Tk 48 (CH22 208 50 50 Pre L
Switzeriand v, [mdusinall-unlon.org
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To seek a resolution, Chairman Kim Man-jae and Secretary General Kim Jun-young of the FKMTU
met with representatives from POSCO and Po-un. However, as there was no willingness to resolve
the issue and they kept ignoring the union and their activities, Secretary General Kim Jun-young
climbed onto a steel tower in protest.

On the last day of May, when the police attempted to dismantle the tower, Chairman Kim Man-jae
protested, leading to a violent arrest where he was forcefully restrained, with his face and neck
forced onto the ground. The next morning, the police brutally assaulted Secretary General Kim
Jun-young, ruthlessly beating his head more than 15 times with a police club and causing him to
bleed,

IndustriALL Global Union and its affiliates from around the world, as unanimously expressed at our
global Executive Committee meeting last week in Cape Town, strongly condemn the violent
suppression by the South Korean government and police, as well as the illegal actions of POSCO,
which undermine the union rights of subcontracted workers within the company. We demand the
immediate release of Secretary General Kim Jun-young,

We call on POSCO to respect the fundamental labour rights of the subcontracted workers within
the company, engage in meaningful negotiations with FKMTU to address the legitimate demands
of the workers for decent working conditions and fair wages.

Sincerely,

M A

Atle Heie
General Secretary

54 hig, route des Acicms Tek o4 0R22I0B5050 | Praosr
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